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When determining whether a piece of equipnment qualifies for the
manuf act uri ng machi nery and equi pnment exenption, the requirenents of 86 I11.
Adm Code 130.330 nust be net. (This is a AL).

June 15, 2000

Dear XXXxX:

This letter is in response to your letter dated April 4, 2000. The nature
of your letter and the information you have provided require that we respond wth
a General Information Letter, which is designed to provide general information,
is not a statenent of Department policy and is not binding on the Departnent.
See 2 11l. Adm Code 1200.120(b) and (c), which can be found on the Departnent’s
website at http://ww. revenue.state.il.us/legalinformation/regs/part1200.

In your letter, you have stated and nmade inquiry as follows:

COVMPANY is a leading supplier of starches and sweeteners derived from
the corn refining process. Qur corporate office and one of our
manuf acturing facilities are located in CTY, IL. The 1L Department
of Commerce and Conmunity Affairs (“DCCA’) has issued a certification
stating that we are located in the NAME Enterprise Zone and are exenpt
from IL Retailers’ QOccupation Tax (“ROT”) on purchases of tangible
personal property used or consuned in the manufacturing or assenbly
process or in the operation of pollution control facilities. A copy
of the DCCA certification is attached for your records.

W are witing on behalf of BUSINESS, a nechani cal i nsul ation
contractor, which we engaged to install thermal insulation, on both a
time and material and lunp sum contract basis, around the piping and
equi pnent that conmprise the manufacturing nmachinery and equipmrent
(“MV&E") at our CTY corn refining facility. The insulation is
generally <considered a permanent part of the MWRE wunless the
insulation itself is inadvertently danmaged and needs to be replaced or
the MMBE to which the insulation is affixed is overhaul ed or repl aced.

BUSI NESS purchased the insulation from a vendor l|located in CTY, IL,
which is not located within the NAVE Enterprise Zone. W believe the
insulation is an integral part of the MWE and that its purchase
should be exempt from IL ROT under the MWRE exenption provision (35

ILCS 120/ 1f). The vendor’'s position is that the insulation is a
buil ding material and that COWPANY's DCCA certification does not apply
to these material s. The vendor has since charged and collected from

BUSI NESS ROT on the sale of the insulation to BUSI NESS.

Under the IL ROT Act, the MVRE exenption is available for machinery
and equi pment wused primarily in the manufacturing or assenbling of
tangi bl e personal property for wholesale or retail sale or |ease. The
insulation should be considered equipment as it is an essential
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component to an integrated manufacturing process and not a building or
consumabl e material. The insulation is essential in nmaintaining
certain tenperature requirenments during the manufacturing process.

Upon review of the above information, we hereby request that the IL
Departnent of Revenue issue a ruling indicating that the purchase of
insulation under the facts and circunstances as described above is
exenpt fromIL ROT.

Encl osed is a copy of 86 Ill. Adm Code 130. 330 concerning the Mnufacturing
Machi nery and Equi pnent Exenption. In general, the Retailers' Cccupation Tax does
not apply to sales of machinery and equipnent used primarily (over 50% in the
manuf act uri ng or assenbling of tangi ble personal property for wholesale or retai
sal e or |ease.

When determining whether a piece of equipnment qualifies for the
manuf acturing nmachi nery and equi pnent exenption, the requirenents of 86 Ill. Adm
Code 130.330 nust be nmet. "Manufacturing", as defined in this regulation, is the
production of articles of tangible personal property, whether such articles are
finished products or articles for use in the process of mnufacturing or
assenbling different articles of tangible personal property by procedures
commonly regarded as nmanufacturing, processing, fabricating, or refining which
changes sone existing material or materials into a material with a different
form wuse or name. These changes nust result from the process in question and be
substantial and significant, Section 130.330(b)(2).

Repl acement parts can qualify for the exenption. See Section 130.330(c)(2).
If the insulation is used as an integral part of qualifying manufacturing
machi nery and equi prment, it can qualify for the exenption. If it is used as a
part of the general heating or cooling systens in the plant, then it wll not
qual i fy.

I hope this information is helpful. The Department of Revenue maintains a
website, which can be accessed at www. revenue.state.il . us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's
Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,
Mel anie A. Jarvis
Associ at e Counsel

MAJ: msk
Enc.



